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| believe this annual report of your Company 
to be the most significant for some years and 
certainly since | became President in 1969. 

It signals, in my opinion, a turning point in the 
history of the Company. | would like now, rather 
than at the customary closing, to acknowledge 
with sincere appreciation the support and 
commitment of the Board of Directors and 
employees that made this possible. 

The complete reorganization of the Company, 
formalized in the final quarter of 1970, created 
like asset groups as profit centres for better 
management control and the measurement of 
performance. These profit centres were in turn 
incorporated into three separate operating 
divisions. 1971 was the first year under this 


structure and, in order that you and the investment 


community in general have the same opportunity 
as your management to analyze and measure 
investments and operating results, we have in 
this report disclosed the results for each division. 
The consolidated 1971 net income of your 
Company as reported is $5,038,321 or $2.14 per 
share. This represents a 56% improvement in 


earnings and follows a 45% improvement in 1970. 


A special land sale accounted for a substantial 
portion of the 1971 profit increase. 

Consolidated cash flow per share of $2.73 in 
1971 shows an improvement of 73% over 1970. 

During 1971 our Canadian land development 
programmes showed decided improvement. The 
relative slowdown in new home construction 
experienced last year because of high mortgage 
costs seems to be corrected and we look for a 
continuation of the improvement In this area. 
This continued demand for new housing units in 
Canada is encouraging us to direct our attention 
into new housing forms and new land use 
patterns. 

The somewhat improved situation with respect 
to the cost of mortgage financing enabled us to 
commence three income properties this year 
with an aggregate value of approximately 
$12 million. Investments in income properties 
will continue to be emphasized with a view to 
creating more balance between income from our 
land sales operations and the more stable income 
from income properties. 


Operating profit on income properties 
decreased by $116,000 from 1970 to 1971. This 
was caused principally by two recently completed 
buildings which were included in operating 
results for the first time in 1971. The operating 
costs of income properties are relatively fixed 
once operations commence; however, rental 
income takes time to build to an acceptable level. 

Our leisure property operations in the United 
States, which were hard hit in 1970 by the 
depressed economy, have now responded to 
improved conditions. Our 1971 sales are 
approximately 25% better than the previous year 
and we feel that 1972 will see continuation of 
the trend at our major projects, Hemlock Farms 
and Lake in the Clouds, and we will resume 
operations at our two other properties, Rainbow 
Lake and the Headlands. 

GNC Industries Limited achieved record 
earnings during 1971. Increased residential 


construction resulted in expanded sales for our 
brick plant and we anticipate operating at full 
capacity throughout 1972. While the mining and 
heavy equipment sector of the economy was less 
buoyant than in the preceding year, improved 
operating efficiency coupled with cost controls 
resulted in a major contribution from our mining 
services and equipment operations. We anticipate 
continued improvement in profit levels during 

the current year. 

Your Company’s entry into the prefabricated 
modular home industry was accomplished just 
after the end of the year with the acquisition of 
the production facilities of Alcan Universal 
Homes located in Woodstock, Ontario. 

Prefabrication is a fast growing concept in 


the production of homes and this new investment, 


together with the operations of Diamond Clay 
Products, is the beginning of what will be a 
building products and services division. 

Your management is encouraged with the 
results and promise of the future. 

The performance of most companies in the 
real estate industry Is difficult to assess. The 
difficulty arises primarily, we think, in three 
areas: assessing the underlying values of 
appreciating assets; attempting to measure 
annual performance; and understanding the 
debt structure. 

Since the real fiscal period of a real estate 
project may run from a matter of months to 
many years, depending on its nature, annual 
performance often defies calculation. Accepted 
financial presentation makes it difficult to 
determine the value of projects in process and 
their impact on liquidity. The special form used 
to present Great Northern’s assets and liabilities 
in Schedule “’A”’ assists in evaluating performance 
based on these two important criteria, as well as 
offering an insight into the methods used to 
finance a real estate company. 

In Schedule ‘A’ debt is separated into three 
categories: general corporate, specific and 
self-liquidating. General corporate debt is 
self-explanatory. Specific debt is mortgages 
payable on undeveloped land. Self-liquidating 


Great Northern Capital Corporation Limited 


debt on income properties is mortgages payable 
on income properties with cash flows established 
to assure a payout. Self-liquidating debt on 
leased assets relates to computers and 737 
Boeing jets that are covered by lease agreements 
ensuring a complete payout. 

To evaluate a real estate holding, mortgages 
on undeveloped land must be compared to 
the current market value of the mortgaged 
assets, particularly when the carrying costs of 
undeveloped land have been capitalized as they 
have in our Company since 1969. Our specific 
debt of $5.1 million leaves a very comfortable 
margin of safety on the market value of related 
undeveloped land of $26.7 million (Schedule “A’’). 

Mortgages on income properties must also 
relate favourably to the underlying land values, 
and cash flow and the quality and nature of the 
site and structure must also be considered. Our 
self-liquidating debt of $4.4 million on income 
properties with a market value of $8.3 million is 
considered to be more than safe on new struc- 
tures with rental experience. 

Mortgages must be at rates that are favourable 
in relation to current interest rates. Our rates are 
good at an average of 7.8% on raw land and 
7.4% on income properties. 

This type of debt analysis is necessary in 
realty companies before any meaningful 
assessment can be made of the debt to equity 
ratio. It follows logically that companies with 
large portfolios of good quality matured rental 
properties can sustain a higher debt ratio. 

The detailed amount of information and the 
explanations given in this report will assist you 
in assessing your Great Northern Capital 
holdings. Our industry, as one that creates values 
and holds appreciating assets, is worthy of 
greater interest on the part of investors. Realty 
companies must do more to inform people of the 
merits of our industry so that future financing of 
worthwhile projects will be seen as the premium 
investments they really are. 


On behalf of the Board, 


Sa - 


President. 
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CORPORATE 
STRUCTURE 


Great Northern Capital Leasing Operations Engineering Services 
Corporation Limited 


Home Smith Hemlock Farms Rainbow Lake Club 
international Lake in the Clouds The Headlands 
Limited 
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Properties purchased as early as 1963 in anticipation of future 
markets for leisure properties include: 

® Hemiock Farms with its more than 4,500 acres in the Pocono 
Mountains in Pennsylvania. Containing three man-made lakes, 
bounded by game-filled State forest land, and full recreational 
facilities, more than 50% of the 6,000 lots have been sold, with 
strict architectural control being maintained over this four-season 
second-home community. 


® Lake in the Clouds which is located 35 miles from Hemlock 
Farms, and is a small private vacation home community 


consisting of 300 acres with 75 acres of private lakes and streams 
® The Headlands, a 270-acre development on Lake Champlain, 
in New York State, which will have approximately one-half of its 
500 lots located on the 20,000-foot shoreline, and 

® Rainbow Lake Club, a small vacation community of 240 acres 
in the Adirondack Mountains in New York, which has about 170 
acres remaining to be developed. 

With our Company’s proven experience in total community 
building, it is now our intention to expand our operations into 
those of a total real estate company. 
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HOME SMITH LIMITED 


1971 Financial Information 


Consolidated Statement of Variation in Cash 


Consolidated Statement of Income 


Revenue: 
Sales of land and houses. ; ‘ 
Rentals from income- producing properties... 
Interest and other income. eee 
EG SSP VETIUOM Meet par Nery irc vic as eee 
Expenses: 
Cost of land and houses sold. 
Operating cost of income- producing 
properties . ; See ee 
Selling and e ainistatve: 
Interest: 
| ONNGISREN ile alte: eee an ci Bee eran 
COMING 50'S aB dca carey ae see eee ee ee 


Income before undernoted items. .......... 
Income taxes. 
Income before ecraoreinary | items. 


Add extraordinary items: 
Income tax credits resulting from the 
application of loss carry-forwards...... 
Open etyE(2) terearenc so Rmcis. ceee ays wigs a 


INGIgIN CONN Crane cre laengt or ose es cacuanee sane ot ls, duane 

Assets 

Current: 

CEG Mico Aid's Seo Gubke Bhs OO ae ene Ca Rone Be 
Trade accounts and sale agreements 
IRECINGION ys. 6 aes anna at Beets aoe oe 
Inventories: 


Land, including development costs. .. .. 
PREDaIGTEXIDENSeSe rears crap aces te ae eo ec 


POLANCULTENTASSCIS 4 oe ae ce oui celenanek 


Land inventory, less amount included in 
current assets. ats eee eee 

Notes, mortgages and sale agreements re- 
ceivable, less amounts included in current 
assets . 


nvcetnenst In amen ventures. 


Income-producing Hebertice at cost, less 
accumulated depreciation... ............ 


TERGCEASS OLS er a ees cata i Ronee eta er svare 
WENSASSCLOMeRMerey ter rita gels. oe ce ecm irees 
DUG OmiparenmcOMpPaNV.. woe ance aa a cene 


Notes: 


$9,376,000 
1,109,000 
3,047,000 


13,532,000 


5,269,000 


998,000 
2,142,000 


26,000 
1,535,000 


9,970,000 
3,562,000 


1,903,000 


1,659,000 


1,492,000 
2,059,000 


3,551,000 
$5,210,000 


Sources of Cash: 
Operations. . F 
Decrease in investment i in 1 long- -term leases. 
Other. . 


Applications of Cash: 
Increase in investment in land inventory. 
Increase in receivables. Litec tam 
Decrease in deferred income taxes. 
Reduction of long-term debt . 
Investment in joint ventures. : 
Investment in income- producing properties. 
Decrease in accounts and income taxes 

payable .. ; 

Purchases of fixed assets. 


Increase in Bank Indebtedness Net of Cash. .. 


Consolidated Balance Sheet 


Taro 100 )0) 
7,137,000 


2,025,000 
133,000 


9,326,000 


10,596,000 


1,071,000 
1,262,000 


7,747,000 
1,705,000 

327,000 
1,983,000 


$34,017,000 


Liabilities and Shareholders’ Equity 


Current: 

Bank indebtedness. 

Accounts payable and ‘accrued liabilities . 

Income taxes payable. ae 

Estimated costs to complete subdivisions 
under development. 

Current instalments on ee debt, in- 
cluding accrued interest. 


Total current liabilities . 


Long-term debt, less ietaliments jicluded in 
current liabilities . 
Shareholders’ equity: 
Capital stock 
Authorized: 
500,000 shares without par value 
Issued and fully paid: 
MOOIOO2¥S MANSera vec iss cee oc: 
Earned Surplus. 


Total shareholders’ Baie 


$5,504,000 
248,000 
46,000 


5,798,000 


2,756,000 
1,513,000 
651,000 
608,000 
568,000 
351,000 


288,000 
151,000 


6,886,000 
$1,088,000 


$ 913,000 
1,088,000 
530,000 
659,000 


497,000 


3,687,000 


7,930,000 


33,000 
22,367,000 


22,400,000 


$34,017,000 


(1) Home Smith Limited is a wholly-owned subsidiary of Great Northern Capital Corporation Limited. On consolidation of this 
subsidiary with Great Northern Capital Corporation Limited and its other subsidiaries, intercompany transactions and 


investments are eliminated. 


(2) Of the intercompany transactions eliminated, on consolidation of Home Smith Limited with Great Northern Capital Corpora- 
tion Limited, the most significant are the gains on sale of the shares of a subsidiary and the loss on sale of aircraft to Great 
Northern Capital Corporation Limited. These two items, amounting to $2,052,650, are included in “extraordinary items— 
other” in the Home Smith Limited consolidated statement of income. 


Great Northern Capital Corporation Limited 


HOME SMITH 


INTERNATIONAL LIMITED 


1971 Financial Information 
Consolidated Statement of Variation in Cash 


Consolidated Statement of Income 


Revenue: 
Land sales. 
Interest and ‘other i income. 
GOSSHFOVEM UCM aris crspetiai es cdbub As ae 
Expenses: 
Gostotsland SOldmearrras. 02 is ee Sk oan 
Selling and administrative .............. 
Interest: 
FONGELGKIRne ryt cur cnn tra ee ene nae ad 
COMUNE oi: cls BGeen GS nCeeeee Oa eee 


Income before undernoted items 
Income taxes. ; 
Income before Fe viaordinary.it items 
Add extraordinary items: 
Income tax credits resulting from the appli- 
cation of loss carry-forwards 
ine Met CZ) aeaneeearn ckoene nn wrk oe Ge ss 


INC COM CCR errr ret tetris saa oan ple ciate es 


Assets 


Current: 
Cash... 
Trade accounts and sale agreements | re- 


ceivable. . 
Inventories: 
Land, including Se a costs 
Other. . mn ee Ltr owe oral 5 RBs 
Prepaid expenses...... Aa mniN GRR ete ere te 
Total current assets. 

Restricted bank deposits. . 

Land inventory, less amount included i in cur- 
rent assets. : 

Notes, mortgages and sale argeements re- 
ceivable, less amounts included in current 
SSE LS renee er Rem Mare ery oe e ote sks ca 

FIX CgASSC LG teen c te yceiriy suai sitrd Pech she oe aie 

OLITCIRASCCLS PRN ENS lio lackey soo a tes ae 


Notes: 


1,856,000 


Sources of Cash: 
$ 3,412,000 Operations. . 
222,000 Decrease in investment. in ‘land. inventory. . 


3,634,000 Increase in long-term debt . 


HACC ie on ee ae 


995,000 
1,995,000 Applications of Cash: 
Decrease in accounts and income taxes 
15,000 payable. . : 
— Purchases of fixed assets. 


3,005,000 


629,000 Vikee2O INCAS s b6 50 eeiod on boee oh 04 ob 0% 
320,000 


309,000 


231,000 
(90,000) 


141,000 
$ 450,000 


Consolidated Balance Sheet 


Liabilities and Shareholders’ Equity 


Current: 
$ 447,000 Accounts payable and accrued liabilities. . 
Income taxes payable. ew : 
154,000 Estimated costs to complete subdivisions 
under development. 
1,240,000 Current instalments on long- ‘term ‘debt, in- 
8,000 cluding accrued interest. ai hgh fe 


7,000 Total current liabilities... UML oy oe eRe 


Long-term debt, less instalments included in 
482,000 CUTTEMI AO UIE Samra Maen. essences 


2 124.000 Shareholders’ equity: 
; ‘ Capital stock 
Authorized: 
41,000 15,000 Preference shares 
1,702,000 eae Common shares without par 
value 
eabagiest Issued and fully paid: 
7,500 Preference shares............ 
1,674,118 Common sharées.i 2... ... 
Contributed surplus. . 
Earned surplus. . 


Total eebvoider’ aquityes 


$ 6,232,000 


$ 612,000 
378,000 
281,000 
112,000 


1,283,000 


631,000 
210,000 


841,000 
$442,000 


$ 601,000 
140,000 


124,000 


329,000 


1,194,000 


902,000 


750,000 
2,649,000 
7,000 
730,000 


4,136,000 


$ 6,232,000 


(1) Home Smith International Limited is a 99.9% owned subsidiary of Great Northern Capital Corporation Limited. On consolida- 
tions of this subsidiary with Great Northern Capital Corporation Limited and its other subsidiaries, intercompany transactions 


and investments are eliminated. 


(2) At December 31, 1971 the 7% convertible debentures of the Company were redeemed. The interest on those debentures, 
together with (i) certain intercompany interest which was incurred in 1971 but will not be incurred in the future, and (ii) 
certain non recurring costs and expenses have been reclassified to extraordinary items — other, to provide a more meaningful 


operating statement. 


(GN) Great Northern Capital Corporation Limited 


GNC INDUSTRIES 


LIMITED 


1971 Financial Information 


Consolidated Statement of Income 


Gross manufacturing revenue............. 


Expenses: 
Manufacturing cost of sales ............ 
Selling and administrative .............. 

Interest: 
OMG-telinierace maemo cin ene teehee ciel os 
Cin cleereps curt scene sears A se! ole as 


Income before undernoted items 
Income taxes. 


Income before Pocraciainay/ i item 
Add extraordinary item: 
Income tax credits resulting from the appli- 
cation of loss carry-forwards 
INCTHINCOM Cian -trat ccm inn encts Gee aye sehen 


Assets 


Current: 
Casha. 
Accounts receivable. . Ae 8 Soe are 
ARVO MCOUeS era Wemtahara acai: scan. eee he 
Prepaid EXPENSES aera cee tie some sarees 
MOtaCUIreNntLaSSetSro..ee mieten cole cae 
FIXGCRASSELG eee tamed i Wt Notte cfaivyoins. «oats 
OTMETRASS CTS aeter ictes Atma cn scaie oie: 


Note: 


18,028,000 


17,174,000 


364,000 


$ 


13,349,000 


Consolidated Statement of Variation in Cash 


Sources of Cash: 
Operations....... eis) 
Decrease in manufacturing inventories. 
Decrease in accounts receivable. 
Decrease in deferred income taxes. Reet kor 


3,601,000 


139,000 


85,000 Applications of Cash: 


Decrease in accounts and income taxes 
payable. 

Purchases of fixed assets. 

Reduction in long-term debt............ 


854,000 
490,000 


Increase in Cash Net of Bank Indebtedness. .. 


272,000 


636,000 


Consolidated Balance Sheet 


$ 


5,839,000 


$10,580,000 


Liabilities and Shareholders’ Equity 


Current: 
Bank indebtedness. . 
Accounts payable and ‘accrued liabilities . 
Income taxes payable........ 
Current instalments on ora term ‘debt, in- 
cluding accrued interest. 
Total current liabilities. 
Deferred income taxes. 


Long-term debt, less saeialenis. snciideds in 
current liabilities. 
Shareholders’ Baie 
Capital stock 
Authorized: 
60,000 Preference shares 
1,000,000 Common shares without 
par value 
Issued and fully paid: 
52,000 Preference shares. 
560,000 Common shares. 
Earned surplus. . 


Total shareholders: saute 


281,000 
2,145,000 
3,343,000 

70,000 


4,727,000 
14,000 


1,211,000 
1,067,000 
436,000 
97,000 


2,811,000 


1,766,000 
598,000 
210,000 


2,574,000 
$237,000 


113,000 
1,384,000 
107,000 


82,000 


1,686,000 
1,000 


1,802,000 


5,200,000 
1,120,000 
771,000 


7,091,000 
$10,580,000 


GNC Industries Limited is a wholly-owned subsidiary of Great Northern Capital Corporation Limited. On consolidation of 
this subsidiary with Great Northern Capital Corporation Limited and its other subsidiaries, intercompany transactions and 


investments are eliminated. 


Great Northern Capital Corporation Limited and its Subsidiary Companies 


CONSOLIDATED 
STATEMENT OF INCOME 


For the years ended December 31 


(GNC) 


Revenue: 


Sales of land and houses 


Rentals from income-producing properties..................... 


Manufacturing and other 


LORISIMNGL, ManSlKeSe ZIANe! OUMG WOON. coo cs nbn cusesnasodnue vac 


Gross revenue 


Expenses: 


Cost of land and houses sold 
Operating cost of income-producing properties including 


INtereSt.Of9423) 296. (S290 70 vtti 107.0) ema eee ear 


Manufacturing and other cost of sales 
Selling and administrative 


Interest: 


Long-term (including debt discount amortization). .............. 


Income before undernoted items 


[NCOMe:taxeSy als. 20s eee Sere aia ee ae a Sorc ng 


Income before extraordinary items (note 13) 


Add extraordinary items: 


INGE IICOMe: (Otel S eee ge ete ee” ti a ae coe ae ee oe 


Depreciation, depletion and amortization included above............ 


Income tax credits resulting from the application of loss 


CEI -ATONWEICE (OUD ©) coc co dnb evedovaccseoudosonuve 


Other (note 15) 


The accompanying notes are an integral part of the financial statements. 


1971 


$12,787,882 
1,108,551 
18,170,721 
2,982,761 


35,049,915 


5,230,672 


998,546 
13,519,175 
7,882,700 


1,427,948 
584,553 


29,643,594 


5,406,321 


2,762,000 


2,644,321 


2,019,000 
375,000 


2,394,000 


$ 5,038,321 


1970 


$ 9,794,164 
925,488 
19,303,484 
Paper hoy 1/227) 


32,418,863 


4°735,525 


699,404 
14,680,226 
7,259,688 


1,496,787 
524,604 


29,396,234 
310223629 


1,990,000 


1,032,629 


2,249,000 
( 47,592) 


2,201,408 


$ 3,234,037 


$ 750,824 


$7) '649,939 


Great Northern Capital Corporation Limited and its Subsidiary Companies 


CONSOLIDATED STATEMENT 


OF SURPLUS 


For the years ended December 31 


Earned Surplus 


Salanceratmpeoinminguotthenyeaiemsy ae yea ee eee ae eee ce 


Add: 


SEE CLEP GU RIED, (ARE ete Se ey SO Un nce GR 
Gain on conversion of subsidiary’s debt into common shares...... 
Balance transferred from appraisal surplus..................0.. 


Less: 


Write-off of excess of cost of investment in subsidiary 
company over the underlying book value of its 
consolidated net assets at dates of acquisition............... 


BalanceratencdvOtthesy Cal .s aceite cose font a ocean tee sees nein tc 


Appraisal Surplus (note 4) 


SENS ENw Loveroinlallinyel Gir WN WeElis eb enn on eoeveoodoconn son bones 


Less: 


Amount earned on land sold during the year................... 
BalancerthamsStenrecmtOue anne Gis UK LUIS i cue vesm- arian aa annr ara rae nine 


HalanCerabeMnGrOrallienyealmenewecen cs ara ston re eect ees were eee su 


BO taleSUN OWS eaaure eras meee era a fo cin Gaia knee eee A py PR oN ot tye paar 


The accompanying notes are an integral part of the financial statements. 


1971 
$11,259,890 
5,038,321 


217,596 
47,149 


16,562,956 


233,454 


16,329,502 


128,806 


81,657 
47,149 


128,806 


$16,329,502 


1970 


$ 8,022,026 


3,234,037 
3,827 


118259890 


e259 890 


139,023 


10217 


10,217 
128,806 


$11,388,696 


Great Northern Capital Corporation Limited (Incorporated under the laws of Ontario) and Its Subsidiary Companies 


~CONSOLIDATE 


as at December 31 


Assets 
1971 1970 
Current: 
CASE oA bso taal a 8 BAe vaunted Oe iets alee Oe $ 767,951 $ 311,888 
Trade accounts, leases and sale agreements receivable............ 11,503,481 13,024,218 
Inventories: 
Land, including development costs of $2,669,000 in 1971 
($2,688,000: imp 1970)" (note: 4) acd. coe. ee oe ee eee 3,239,847 4,244,703 
Manufacturing and other, at the lower of cost or estimated 
net realizable-vallteas «teva ey Bere eles cern rer ee ee eee ncaa 3,395,625 4,479,107 
Prepaid expensesco. choc eee sy seein econ ee i ae a ace 170,365 213,981 
Total,curreneasSetSacc 9.4 c nate ee eee eee 19,077,269 22,273,090 
Restricted'bank.deposits (note 3) xcs oe 2, nce ee ee ae 482,283 452,706 
Land inventory, less amount included in current assets (note 4)....... 11,665,788 8,657,141 
Long-term leases, net of $8,482,000 unearned income ($10,505,000 
in 1970), less amounts included in current assets (note 2)......... 9,396,250 8,830,331 
Notes, mortgages and sale agreements receivable, less amounts 
included im curkentvassets: (NOte-o) aie et ee ee eee es 1,773,016 2,297,065 
Other investment (Oke O) 5 rn sete cee ee ete ec eer 1,787,720 1,215,000 
Investment inioint Ventures (nOtes7. )h. aoe ee Ree oe 1,261,841 867,727 
Income-producing properties, at cost, less accumulated 
Gepreciatiom. Of si20) 202) (SOG,0O2 ine bon Oe eae ers ree eee 7,747,105 7,456,072 
Fixed iaSSets (MOLEIS) ea. ace cance eee ten eee aca eae ar reer ra 8,724,134 8,377,439 
OUNEr ASSETS eatICOSTE A Mics ces site. cl teers ok eceseek ee eee tee a ae 158,683 282,242 
$62,074,089 $60,709,620 


ALANCE SHEET 


Liabilities and Shareholders’ Equity 


1971 1970 
Current: 
Bank indebtedness—secured (note 9)............ 0.0 eee eee $ 6,356,117 $ 6,174,303 
Accountsipavable andraccnuedi liabilities 214.44. sae ees oe 3,189,542 4,728,695 
SesEeut A OSI AVADIC nti untae a ices ola cal aldoa kts aa owls 776,985 73,010 
Estimated costs to complete subdivisions under development. ...... 782,600 Pray O27 
Current instalments on long-term debt, including accrued interest. .. . 3,289,616 3,728,666 
TotalecunnentalapilitiCSaewewee et eee er ae 14,394,860 16,819,701 
BELO CIACOMIG sta NCS WRT TN. (once Soaps ets te oh wh Hae gs kee A 226,236 229128 
Long-term debt, less instalments included in current liabilities (note 10) 17,388,444 19,370,935 
5% convertible income debentures due 1979 (note 11).............. 9,676,800 2677 100 
Shareholders’ equity: 
Capital stock (note 12) 
Authorized: 
7,500,000 shares without par value 
Issued and fully paid: 
ZAG 7 Dif SINALEST U2, 329,992 INN97O) se. wee oon ee 4,058,247 3,224,060 
SUROUS (pOtesal OAs hlAime oS witle. sea tyes corde has o ton itkae eects cs 16,329,502 11,388,696 
motalisharehoOlderseeGuitVie, serie eee eee 20,387,749 14,612,756 
c po Saabs wise ea Pe he 
On behalf of the Board: 
G. F. H. Nelson, Director 
R. H. Mclsaac, Director $62,074,089 $60,709,620 


The accompanying notes are an integral part of the financial statements. 


Great Northern Capital Corporation Limited and its Subsidiary Companies 


CONSOLIDATED STATEMENT 
OF VARIATION IN CASH 


For the Years ended December 31 


Sources of Cash: 


Operations. 
Decrease (increase) in notes, mortgages and sale agreements 
Decrease (increase) in manufacturing inventories 


Applications of Cash: 


Increase in investment in land inventory and development costs... . 


Reduction in long-term debt 
Purchases of fixed assets 


Increase (decrease) in investment in joint ventures 
Decrease in deferred income taxes . ie ee 
Investment in income-producing properties . 


Decrease (increase) in accounts and income taxes SERN 


Decrease (increase) in bank indebtedness net of cash. . 


The accompanying notes are an integral part of the financial statements. 


$ 6,419,997 
1,744,786 
1,083,482 

759,070 
125,990 
373,637 


10,506,962 


$ 3,336,218 
3,018,666 
1,032,054 

572,720 
567,094 
489,863 
351,343 
835,178 


10,203,136 


$ 303,826 


1970 


Restated to 
Conform with 
1971 


Presentation 


$3,666,687 
(4,226,969) 
( 186,638) 
1,941,000 


519,568 
1,713,648 


$1,344,101 
4,070,441 
817,030 
215,000 

404,663) 
212,047 
897,014 

(1,404,957) 


5,746,013 
($4,032,365) 


Great Northern Capital Corporation Limited and its Subsidiary Companies 


NOTES TO CONSOLIDATED 
FINANCIAL STATEMENTS 


December 31, 1971 


1. Statement Presentation 
(a) Principles of Consolidation 


In the accompanying financial statements the accounts of all 
subsidiary companies have been consolidated with those of the 
Company with the exception of a 51% owned company treated as a 
joint venture (note 7). 


(b) Foreign Exchange 


Foreign currency assets and liabilities of the Company and its 
domestic subsidiaries have been translated into Canadian dollars at 
current rates of exchange except for long-term debt which has been 
translated at the average rate prevailing on the forward exchange 
contracts arranged for these obligations. The Company has pur- 
chased future U.S. funds of $12,253,000 to cover U.S. debt 
obligations. 

The accounts of U.S. subsidiaries and branches have been 
translated at current rates except for fixed assets and depreciation 
provisions which were translated at the historic rates prevailing at 
date of acquisition. Income and expenses (other than depreciation) 
were translated at the average exchange rate for the year. 


The exchange adjustment for the year is not significant and has 
been included in selling and administrative expense. 


(c) Minority Interest 


Minority interest is not significant and has been included in 
selling and administrative expenses and in accounts payable. 


2. Leasing Income 


The Company has used the financing method to account for the 
revenue from long-term leases of aircraft and other equipment. Under 
this method revenue is recognized in decreasing amounts over the 
years so as to reflect a constant return on the net investment in the 
equipment. 


3. Restricted Bank Deposits 


The restricted bank deposits represent funds lodged with 
certain banks as collateral security on notes which are accepted 
from single-family lot purchasers and discounted with these banks. 


4. Land Inventory 


(a) Land is carried at cost which includes interest and property 
taxes. 


(b) Appraisal surplus earned on land sold during the year has 
been grouped in cost of sales and the balance of $47,149 has been 
transferred to earned surplus as the remaining balance is not signif- 
icant. 


(c) Land inventory which is expected to be placed on the 
market within one year is classified as a current asset. 


(d) Development expenses capitalized include all direct devel- 
opment expenditures and the pro rata share of the cost of community 
facilities, park dedications and school sites, but .exclude general 
overhead. 


Land sales are recognized and net income is recorded upon 
meeting the following criteria: 


(i) receipt of 15% in cash; 


(li) Commencement of interest on a sale agreement at a 
reasonable rate; 


(ili) satisfaction of purchaser's financial stability. 


5. Notes, Mortgages and Sale Agreements 
Receivable 


Included in the balance are mortgage loans of $371,527 to 
certain senior officers in order to assist them in purchasing houses, 
During the year a further amount of $88,000 was advanced. 


This investment represents the cost of 439,500 common shares 
(243,000 in 1970) of Transair Limited, representing a 14% interest, 
which has a quoted market value of $1,362,000 at December 31, 
1971 ($765,000 at December 31, 1970). The dollar amounts do not 
necessarily represent the value of this holding which may be more or 
less than the amounts indicated by the market quotations. 


7. Joint Ventures 


The Company has an interest in a number of joint ventures 
which are carried on an equity basis. The Company’s proportionate 
share of the revenues and expenses of the joint ventures is reflected 
throughout the consolidated statement of income. 

In 1970, the Company's share of the net income of joint 
ventures was included in leasing, interest and other income on the 
consolidated statement of income, and the comparative figures for 
1970 have been restated to conform with the presentation described 
in the previous paragraph. (see table 1 pg.18) 


8. Fixed Assets 
Fixed assets, at cost, consist of the following: ——~ 
1971 1970 


Land and land improvements $1,147,319 $1,112,589 


Buildings 3,752,652 3,706,416 
Machinery and equipment 7,244,744 6,596,956 
Country Club and golf course facilities 1,632,195 1,474,448 
Clay deposit 311,516 311,516 


14,088,426 13,201,925 
Less accumulated depreciation, 
depletion and amortization 5,364,292 4,824,486 


$ 8,724,134 $ 8,377,439 
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TABLE 1 


Summary of Investment in Joint Ventures ($000 omitted) 


Inventory 
of Land Income- Long- GNC 
Working and Producing | Other Interim Term 
Project Capital Houses Property Assets | Financing] Debt 
Chinook Office Center, a nearly- 
completed office building 
Projectin Calganvann. saa eee 


The Galleria Development Limited, 
a shopping center project under 
construction in Toronto 


Headland Homes, a residential and 
commercial land development 
project in Burlingtonz.... .. -. 692) 


River Heights, a residential land 
development project in 
Saskatoonse. cence eee sees 183) 


The Towers of Polo Park, an 
operating residential-commercial 
building project in Winnipeg... ( 946) 


Westmount Apartment, a residential 
building project under 
construction in Edmonton (@is9) 


$(2,884) 


Less partners’ share of equities 
and certain other adjustments. . 


Company Sequin eye tse 


1971 1970 
9. Bank Indebtedness Great Northern Capital Corporation 
Assets having a book value in excess of the bank indebtedness , Limited— 
have been pledged as collateral against this liability. S%% notes due 1972 to 1976 
(U.S. $2,600,000 in 1971; U.S. 
SS OOOOO MM VOTO) eet see $ 2,663,440 $ 3,175,640 
10. Long-Term Debt 6% — 10%% loans due 1972 to 1976 
Long-term debt consists of the following: (U.S. $5,952,625 in 1971: U.S. 
57/0935 50nn moO) mee cree 6,097,869 7,266,631 


8,761,309 10,442,271 


Subsidiary Companies— 
7% subordinated convertible 
debentures Series A due June 
30, 1973 a 733,400 


7%2% provincial development loans. 1,827,853 1,886,609 


Mortgages— 

OO Chis IDI WO IAs Go se oe oe 600,690 867,958 
CHAO CUOMISVAG) INV Seao an oe 352,400 388,700 
7% due 1972t0 1990......... 4,135,953 4,428,102 
TED CUS IST PAD WOW 3 so no, OF 268,097 384,157 
S%duelO72 to 197957. 225.2. 1,51147509) 10317803 
Oey CHIE IZ US) Ae a8 oe oe ae 959,150 1,043,150 
9%% due 1972 to 2006........ 771,728 775,967 
Oe 7orcuen|| OU/2.tOnl 7 Ommen se 759,070 — 


TNC teaeeeer ines en Mas ces yore ok ces 246,334 695,678 
11,435,784 12,235,524 
20,197,093 22,677,795 


Motal long-term debt. .... .......... 
Less instalments included in 


curnentiltabilitiess «15... 45 4: 2,808,649 3,306,860 


$17,388,444 $19,370,935 


Amounts due on repayment of long-term debt in each of the 
next five years are as follows: 


1972 $2,809,000 USIAS $2,733,000 
973 $2,742,000 1976 $1,652,000 
1974 $2,874,000 


The Company is required to apply to the prepayment of the 52% notes, 
without premium, the sum of U.S. $500,000 on December 1 in each 
of the years 1972 to 1975 inclusive, and U.S. $600,000 on Decem- 
ber 1, 1976. The Company may prepay the 5%% notes at any time 
upon payment of a premium of 1%% to November 30, 1972 
decreasing %% annually to November 30, 1976 and without premium 
thereafter. 


11.5% Convertible Income Debentures 


The debentures are convertible into common shares of the 
Company at the following prices: $10.00 per share up to May 30, 
1972; $12.50 per share up to May 30, 1973; $14.28 per share up to 
May 30, 1974; $16.66 per share up to May 30, 1975 and $20.00 per 
share up to May 15, 1979. 

The debentures are redeemable at par at the option of the 
Company in whole or in part at any time before maturity on May 
15, 1979. 


12. Capital Stock 


Capital stock issued during the year consists of the following: 


Number 
of Total 
Shares Consideration 


Shares issued on conversion of $696,900 
debentures of a subsidiary com- 
pany on the basis of one share for 
every $6.00 principal amount of 
debentures (see below). ........ 116,144 $696,864 


Shares issued for cash at $7.00 each on 
exercise of share purchase warrants 
of Home Smith International Limited 300 2,100 


Shares issued under employee options 
Gh SKS ZInCl NOHSIGS 56 55 He oa no oe 21,500 123,890 


Shares issued for a consideration of 
$6.16 each in exchange for shares 
of Home Smith International Limited 
on a basis of one common share of 
the Company for each two com- 
mon shares of Home Smith Inter- 
Mationalgeimitecieeseeewee tee cree 1,791 IMeOSS 


Shares issued for a consideration of 
$10.00 each on conversion of $300 
5% convertible income debentures 
OftherCompanyeer ences none 30 300 


139,765 $834,187 


On December 31, 1971 the 7% subordinated convertible 
debentures Series A of Home Smith International Limited were 
called for redemption by that company. Holders of a substantial 
amount of these debentures exercised their option to convert into 
shares of the Company. The remainder of the debentures, including 
intercompany holdings of $2,818,100, were redeemed prior to the 
year end. 


In a prior year, the Company entered into a supplemental 
indenture with the holders of share purchase warrants of Home 
Smith International Limited. The supplemental indenture provides 
that the Company shall guarantee the performance of all Home 
Smith obligations under the original indenture and that the con- 
version privilege and right of purchase provided for under the 
indenture shall be exercisable in shares of the Company up to June 
30, 1973 on the :basis of one share of the Company for every two 
share purchase warrants plus $7.00. 


The Company has set aside 1,194,157 common shares for the 
following purposes: 


Exercise of share purchase warrants of Home Smith 


International Limited (see above)... .......... ASIII 
Conversion of 5% convertible income debentures of 

thexCompanya(MOtenlkl))e ica memes ekeyaaees ere 967,680 
StoOsk Option Planes Gee eee Coke oa ieee 97,500 


1,194,157 


(GNC) Great Northern Capital Corporation Limited 


During the year, the Company granted to senior officers options 
on 10,000 common shares at $6.86 under the stock option plan. 
Options on 21,500 common shares were exercised during the year 
and options on 1,000 common shares expired. At the year end 
options are outstanding on 20,000 common shares at $5.68 and 
7,500 common shares at $6.86. These options are exercisable at 
varying dates expiring February 1,1974 and July 6, 1976, respectively. 


13. Earnings Per Share 


1971 1970 
Basic earnings per issued common share (see ine 
(a) below) 

Before extraordinary items......... $1.12 $0.44 
After extraordinary items........... 2.14 1.39 

Fully diluted earnings per share (see (b) below) 
Before extraordinary items......... 0.89 0.47 
After extraordinary items........... 1.57 1.08 


(a) Based on the weighted average number of shares out- 
standing during the year. 


(b) In the above summary, the fully diluted figures reflect the 
income per share that would have existed if: 


(i) all the 5% convertible income debentures had been con- 
verted into common shares at $10.00 per share on 
January 1, 1970; 


(ii) all the 7% subordinated convertible debentures of Home 
Smith International Limited, excluding those held inter- 
corporately, had been converted on January 1, 1970; 


(iii) all the outstanding share purchase warrants of Home 
Smith International Limited had been exercised on 
January 1, 1970; 


(iv) all stock options granted had been exercised on the 
various dates of issue. 


For the purpose of all calculations in (iii) and (iv) above, 
earnings of $80,090 ($99,500 in 1970) have been imputed at a 
rate of interest based on the current cost of the Company's bank 
borrowings. 


14. Commitments and Contingent Liabilities 


(a) As at December 31, 1971 subsidiary companies are con- 
tIngently liable for discounted sale agreements and conditional sale 
contracts in the approximate amount of $3,700,000 ($3,653,000 in 
1970) and mortgage loans in the approximate amount of $286,000 
($528,000 in 1970). 

(b) In connection with the joint ventures referred to:in note 7, 
the Company is contingently liable for all the indebtedness of joint 
ventures which approximates $7,700,000 at December 31, 1971. 
Against this contingent liability the Company would have claims on 
the joint ventures’ related assets which are primarily income- 
producing properties. 

(c) At December 31, 1971 the Company is committed to expend 
further amounts of approximately $6,000,000 on income-producing 
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property projects and land development projects which are presently 
in progress and for which financing has been arranged. 


15. Extraordinary ltems—Other 


Details of extraordinary items — other, included in the con- 
solidated statement of income, are as follows: 


1971 1970 
Distribution on Atlantic Acceptance 
senior secured notes in excess of 


CRTIAMIMO INES 6 os Hoda vous of $375,000 $ — 


Net gain on foreign exchange resulting 
from the freeing of the Canadian 
Gollan wawacecre htc al cases aoe — 55o sn 


Write-down of Empire Clay assets to net 
realizable value due to plant shut- 
GOW NSai re ean ete te eee — (607,329) 


$375,000 $(47,592) 


16. Income Taxes 


The loss carry-forward tax credits shown on the accompanying 
consolidated statement of income became available as a result of 
the application of tax losses of the Company and certain subsidiaries. 
It is expected that through utilization of loss carry-forwards, further 
reductions of future income taxes otherwise payable of approxi- 
mately $5,000,000 will be available over the next few years. 


17. Remuneration of Directors and 
Senior Officers 


The total remuneration paid or payable by the Company and its 
subsidiaries to its directors and officers with respect to the year 
ended December 31, 1971 amounted to $267,000. 


18. Subsequent Events 


In January 1972, the Company purchased certain plant and 
facilities for the construction of prefabricated houses. The amount of 
the purchase was approximately $2,000,000 for which financing has 
been arranged. 


AUDITORS’ 
REPORT 


To the Shareholders of Great Northern Capital Corporation Limited: 


We have examined the consolidated balance sheet of Great Northern Capital Corporation 
Limited and its subsidiary companies as at December 31, 1971 and the consolidated state- 
ments of income, surplus, and variation in cash for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position of the com- 
panies as at December 31, 1971 and the results of their operations and the sources and 
applications of their cash for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Toronto, Canada CLARKSON, GORDON & CO. 
February 15, 1972 Chartered Accountants 
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(GNC) SCHEDULE OF ASSETS 
AND RELATED LIABILITIES 


Schedule “A” 
as at December 31, 1971 


ASSETS LIABILITIES INTEREST RATES 


(1) Market Self- Weighted 
Value General Specific Liquidating Range Average 


Land Inventory: (mill) (mill) 
Canada 
Etobicokem@nitanlOmee ase seiuee 
Buningtons OntarlOmereae same 
Markham ©ntanlonmaeraeaiacesnterer 
Siouniivilles ©Ontanio eee 
OakwvillenO nitarl One en eaetewee es tees 
Edmonton Alberta meemcaneen acne 
SAWWaSSeM a Se C any eetee eer 


United States 
Rainbow and Headlands........ 
Hemlockres eae srat pee renee 
Eakeainathes@ lOUCSm rms meee 


Income Properties: (2) 
Toronto Professional Building ... 
HenitagelSaquanenn. s-eceeueemte ere 
Othe cee Seed Se ee 


Receivables and cash assets. ...... 
Leased assets (including current 
DOIOMDIEes tase ote a ee 
FIXGdiaSSets=bay oh cs Nous mae te 
Manufacturing inventory......... 
Joint venture and other investments. 
Otherassetsia. 5 ake ec ae 


Bank indebtedness.............. 
Payables and accrued interest 
Deferred income taxes........... 
Long-term debt 

Generaledeea acer nee aera 


SpPeciiiCee een) ee eee 


SelicliquidatinGmarmenisoneme rans 


Shareholders’ equity 
Gapitalestockepea ney ee meee 
SURO US cactss ceca ece eet Meare ts 


NOTES 

(1) Market value of.all land inventory and the Toronto Professional Building is based on a Montreal Trust Company appraisal 
of August, 1970. On the other income properties the book value was extended to the market value column. 

(2) In addition to the properties shown in this balance sheet, the Company has investments in other income properties through 
joint ventures. This balance sheet reflects only the Company’s equity in these joint ventures, as explained in note 7 to the 
consolidated financial statements. 
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Great Northern Capital Corporation Limited and its Subsidiary Companies 
STATISTICAL 
REVIEW 


Five Year Summary (In Thousands of Canadian Dollars) 


Income 1971 1970 1969 1968 


Gross revenue: ; 
Sales of land and houses $12,788 $ 9,794 
Rentals from income-producing properties... . 1,109 925 
Manufacturing and other income 18,171 19,303 
Leasing, interest and other income 2,983 2,396 

Income before extraordinary items 2,644 11 OBS 

Net income 5,038 3,234 


Year-end Financial Position 

Total assets 62,074 44,540 
Total shareholders’ equity 20,388 W872 
Working capital 4,682 3,946 
Ratio of current assets to current liabilities 1.3to1 1.4 to 1 
Long-term debt 27,065 23,325 
Ratio of long-term debt to shareholders’ equity.. 1.3 to1 2.01011 


Amount per Share 


Earnings before extraordinary items * 1.12 
Earnings after extraordinary items * 2.14 
Cash flow frome perations” >. o5 2 oh we Ses oe 2.73 
Shareholders’ equity ** 8.26 


Fully diluted earnings before extraordinary items. 0.89 


Fully diluted earnings after extraordinary items.. . 1.57 


*based on weighted average number of shares outstanding during the year. 
**based on shares outstanding at end of the year. 
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Great Northern Capital Corporation Limited 


Directory 


Great Northern Capital Corporation Limited 


123 Edward Street, Toronto 101, Ontario. 


GNC Industries Limited 
Head Office, 

123 Edward Street, 
Toronto 101, Ontario. 


GNC Industries Limited 
Western Division 

866 King Edward Street, 
Winnipeg, Manitoba. 


GNC Industries Limited 
Brick Division 

P.O. Box 248, 

No. 5 Highway, 
Burlington, Ontario. 
Midwest Drilling 

860 King Edward Street, 
Winnipeg, Manitoba. 
Wescore Drilling Limited 
860 King Edward Street, 
Winnipeg, Manitoba. 
Delro Industries 

1072 King Edward Street, 
Winnipeg, Manitoba. 
Midwest Diesel & Equipment 
1100 King Edward Street, 
Winnipeg, Manitoba. 


Diamond Clay Products Limited 
P.O. Box 248, 

No. 5 Highway, 

Burlington, Ontario. 
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Canadian Cutting and Coring Limited 


- Head Office, 


866 King Edward Street, 
Winnipeg, Manitoba. 


Canadian Cutting and Coring 
(Toronto) Limited 

119 Skyway Avenue, 
Rexdale, Ontario. 


Canadian Cutting and Coring 
(Vancouver) Limited, 

1120 East Georgia Street, 
Vancouver 131, British Columbia. 


GNC Homes 
B2100, 
Woodstock, Ontario. 


Home Smith Limited 
Head Office, 

123 Edward Street, 
Toronto 101, Ontario. 


Home Smith Properties Limited 
Regional Office—Eastern Canada 
35 Old Mill Road, 

Toronto, Ontario. 


Home Smith Properties Limited 
Regional Office—Western Canada 
2206 McCauley Plaza, 

10025 Jasper Avenue, 

Edmonton, Alberta. 


Home Smith International Limitec 
Head Office, 

123 Edward Street, 
Toronto 101, Ontario. 


Home Smith International Limited 
U.S. Regional Office 

222 Cedar Lane, 

Teaneck, New Jerse.’ 07666 
U.S.A. 


Hemlock Farms 

Lords Valley, 

Hawley, Pennsylvania, 
U.S.A. 


Lake in the Clouds 
c/o Hemlock Farms 
Lords Valley, 

Hawley, Pennsylvania. 
U.S.A. 


Rainbow Lake Club 
Town of Indian Lake, 
New York 12842 
U.S.A. 


The Headlands 

On Point Au Roche, Lake Champlain, 
Box 695, 

R.D. #2, 

Plattsburgh, New York 12901 
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